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Abstract 
Relationship banking is treated as one of the most important factors determining finance accessibility, especially in case of small 
and medium-sized businesses. The paper focuses on theoretical and methodological reasoning of changes in relationship banking 
in light of changing economic conditions and use of IT as communication channel. Thus the problem researched is twofold: the 
scope and importance of soft information valuation and acceptability of communication channels in developing banking 
relationships. As the result, the conception of relationship banking maintenance was developed with valuation of business 
perceptions to IT usage, trust, partnership level and satisfaction with relationships from one side and, from other side, valuation 
of finance institution’s use of IT, policy, standards and conditions applied for maintaining relationships. 
© 2014 The Authors. Published by Elsevier Ltd. 
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1. Introduction 
Long-term relationships between business entities and finance institutions are distinguished as one of the main 
factors affecting finance accessibility. The demand and acceptability of external finance by businesses and financing 
conditions defined by finance institutions depend on their relationships level. Banks are the main suppliers of 
additional capital for businesses and small businesses in most cases face the limitations in getting additional capital, 
hence in scientific literature banking relationships are usually analysed addressing the finance availability for small 
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Banking relationships provide benefits (shared information – lower costs of transactions and monitoring, less 
problems of moral hazard and adverse selection; more active participation of consumers – higher service quality, 
higher trust, loyalty, etc.) and, depending on individual case, costs (possibly fewer alternative options, higher 
alternative costs, lower benefits from competition) (Petersen & Rajan, 1994; Edwards & Turnbull, 1994; Ennew & 
Binks, 1999). However the conditions for relationship banking have distinctly changed. The changes are mainly 
because of two stream developments: information technologies (IT) and economic environment, as a result of 
lessons learned from the recent financial crisis. Thus the problem arises – how the development of IT and, 
consequently, the distance between counterparties, changes banking relationships in light of recent financial crisis? 
In a holistic view, decisions are made by experts, not models, so how to measure whether there is place left for soft 
information after the lessons learned from financial crisis and how the use of IT changes the shape of relationship 
banking. The aim of the paper is to develop the conception of relationship banking maintenance using IT. The paper 
is structured as follows: firstly, theoretical perception on importance of soft information in lending decisions and 
impact of IT use and distance on relationship banking is summarised, secondly, the factors and indicators for 
measurement of relationship banking using IT is structured and presented in the conception as a result. 
2. The importance of soft information in lending decisions 
The provision of financial services and most importantly – the crediting amount and value – depends on credit 
risk management systems used in finance institutions. First of all, finance supply is limited because of moral hazard 
and adverse selection, therefore in order to lower the risk credit rationing occurs, in order to measure the risk credit 
ratings are being set. In this light the criteria used for valuation and criteria influencing the financing decisions 
become important. The major changes in credit risk management systems occurred because of financial crisis of 
2008. There are different causes named, starting from low bank capital and insufficient levels of liquid assets 
(Cabal, 2013), insufficient regulation (Moshirian, 2011) and deviation from risk management principles (Gonzalez-
Paramo, 2010). In a wider holistic approach not only structural causes, absence of rules and regulations, but human 
decisions could be named as responsible as human passions led behaviours (Mortreul, 2010). Ashby (2010) 
researched risk management experts that stressed the importance of behavioural aspects more than methods: 
human/cultural weaknesses at the industry-wide, inter-firm and intra-firm levels, communication weaknesses within 
some financial institutions, weaknesses in the prudential regime for banks and building societies. Thus the 
behavioural aspects are valued as one of the most important, even compared to methods used for risk testing, as 
knowledge and understanding of counterparty is fundamental for risk management (RMPG, 1999) and lending is a 
decision made by human. As summarised by Tronnberg and Hemlin (2012), the recent researches on behavioural 
aspects of lending focuses on investigation of dependence of lending technologies on bank size, evaluation of loan 
information, expertise in credit assessment, intuition in banking, and relationship lending. 
Risk assessment of borrowers is numerical, but valuation is related not only to financial data, but to management 
and business market conditions as well. Generally the lending decisions, that are made relaying on only numerical or 
hard data (from financial statements and ratios, collateral, ratings without experts involvement, i.e. information that 
is easily available, documented, approved and can be easily transferred) are named as transaction lending. The 
lending decisions that are made using soft information (about specific business environment and situation, top 
manager’s qualities and reliability, i.e. information that is hard to calculate, approve and transfer) are named as 
relationship lending (Berger & Klapper, & Udell, 2001; Tronnberg & Hemlin, 2012). In scientific literature it is 
argued that soft information is used more intensively by small local banks (Petersen & Rajan, 1994; Freixas, 2005), 
but the recent study of Berger and Black (2011) showed the change in perception as they found weak relationship 
between bank size and lending technology. Although even in transactional lending where the valuation of 
quantitative and qualitative data is defined and categorised, the possibility to review the data and risk assessment 
results should be foreseen and the functions declared to an expert (Savickaite & Valvonis, 2007). Thus the 
understanding of business environment, management and financial peculiarities is of crucial importance, as well as 
perception to business by experts and by finance institution itself. Such understanding is possible not only by 
observing the changes of economic environment but by developing policy and personal attitude to relationships with 
counterparties. In summary, valuation of soft information is necessary for monitoring the data used in risk 
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assessment process and for evaluation of objectivity of numerical risk rating result, whether there are underestimated 
factors or undetermined opportunities. 
3. Reasoning on relationship banking using IT 
The scientific literature that involves subjects addressed in relationship banking may be grouped to one that analyses 
the service quality measures and the other that deals with lending technologies. Although the paper stresses the 
problem of distance, or the subject researched is IT use in relationship banking. In this case the major scientific 
fields where subjects of relationship banking using IT are involved may be grouped to: behaviour in lending 













Figure 1. Research fields incorporating factors of relationship banking (RB) using IT 
     The dimensions related to valuation of relationship banking are closely related to service quality measures. While 
reasoning on relationship banking in light of IT use and distance, the e-service quality measures are addressed. The 
major fields measured in e-service quality of finance institution are trust, customised communications, ease of use, 
website content and functionality, reliability and speed of delivery (Changsoo & Suresh, 2008). These dimensions 
are closely related to relationship banking as closer relationships develop mutual understanding, trust, helps to 
develop appropriate content, customised communications and other qualities (Changsoo & Suresh, 2008; Yang & 
Jun, 2002; Rauterkus & Munchus, 2014).  
     Long-term relationships are possible when mutual trust, understanding, active participation, smooth information 
exchange exist. Active participation of customers in service delivery (and creation) is very important as conditions 
the effective co-operation and higher service quality (perception) (Ennew & Binks, 1999), and, moreover, 
encourages service innovations (van der Boor, Oliveira, & Veloso, 2013; Oliveira & Von Hippel, 2010). Modern IT 
enables to use different channels for customer involvement, thus should be valued jointly.  
    One of the most important factors when developing relationships is social capital (Cooke & Wills, 1999), which 
in broader context is understood as tendency to participate, cooperate, trust, share information and responsibility. 
This view is applied when analysing banking relationships as well, especially in context of trust in personal, 
institutional and general behaviour (Mayer, 2003). Concept of trust in banking services is especially important as 
goes in line with security in person-to person interactions, security of IT and overall policy of finance institution. In 
Railiene (2007) research it was observed that in case of higher trust in finance institutions, there are less tendencies 
to change the main bank (as major provider of financial services), less turnover of contact persons (form enterprises 
and finance institutions), the finance accessibility is higher: more favourable valuation of bank’s personnel and 
overall bank’s policy, less barriers faced when searching for appropriate financing, more effective exchange of 
information, financial services provided better satisfy business needs. Thus concepts of personal, behavioural and 
institutional trust should be developed when seeking to maintain banking relationships.  
     The use of IT creates more opportunities to communicate and exchange information in faster, less costly way. IT 
as the medium of interaction and the distribution channel is used more often, but the acceptance of communication 
channels by customers should be considered as well as overall satisfaction and acceptance with digital banking 
services (Bonson & Flores, 2011; Han, 2008; Han & Greene, 2007). Communication channels raging from face to 
face interaction, telephone, mail, e-mail, electronic data exchange, smartphone, internet and social media may be 
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appropriate to different customer groups, depending on their acceptance of IT usage in financial services or 
communication (Allen, McAndrews, & Stratran, 2002; Shahrokhi, 2010). The IT gap is when there is a different 
perception on IT usage between service provider and user (Lang & Colgate, 2003). Technological differences and 
differences in perceptions may cause difficulties in co-operation, reduce customer satisfaction and strength of 
relationships. Lang and Colgate (2003) research provides evidence that in case of IT gap (when customers prefer to 
use more or less IT for interaction with bank) customers perceive their relationship to be weaker compared to those 
who are satisfied with interaction channel. 
4. Method 
    The methods used in the study are analysis and synthesis of scientific literature, analysis of documents, modelling 
of factors for developing the conception of relationship banking maintenance using IT as medium for interaction.  
5. Results 
The concept of relationship banking maintenance is related to perceptions of two counterparties: bank and 
business entity. From bank’s side, it is suggested to make the analysis of long-term relationships in three levels: 
evaluating the attitudes and qualifications of bank’s contact persons, department’s personnel and overall policy of 
finance institution (Madill, Feeney, Riding, & Haines, 2002; Freixas, 2005; Nilsson & Ohman, 2012; Vella & 
Caruana, 2012). The tendencies to maintain long-term relationships by businesses should be evaluated by trust and 
partnership level with finance institution. Satisfaction with relationships is evaluated according to positive changes 
in conditions of financing services. The tendency to keep long-term relationships, level of trust, employees’ turnover 
and impact of relationships on financing conditions and selection of external finance is valued by businesses 
(demand side) and finance institutions (supply side). The tendencies to maintain long-term relationships by finance 
institutions can be measured by policy, standards and conditions applied for business financing.  
The use of IT as medium for interaction should be valued from both counterparties, too. The major indicator from 
business side would be the acceptance of IT and particular channel. The indicators from bank side would be the 
policy for IT servicing, quality assurance and processing the IT data for decision making. It would show the level of 
IT use for relationship maintenance. The maintenance and development of relationship banking using IT is possible 
by unifying the perceptions on IT use, i.e. reducing the IT gap. The summary of factors and indicators for 
measurement of relationship banking through various communication channels is presented in figure 2 as the 
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Relationship banking maintenance factors 
Relationship banking maintenance factors 
Personnel servicing businesses: 
x Understanding of business environment 
x Responsiveness through IT sources 
x Timeliness of decision-making 







Personnel of the department 
x Attentiveness in daily 
operations 
x Processing of IT data 
x IT quality ensurement 
x Reaction to business needs 
x Curiosity 
x Accountability 
Policy of finance institution 
x Flexibility in financing conditions, 
importance of soft information 
x IT servicing 
x Development of web sources: service 
channels, design, information, learning 
x Provision of services according business 
needs  
x Business support in sucessful and critical 
periods 







Use of IT: 
-for service provision 
-as medium of 
interaction 
Acceptance of 







TRUST: individual behavioral institutional 
COMMUNICATION CHANNEL: telephone/ mail/ e-mail/ electronic data exchange/ smartphone/ internet/ social media 
Figure 2. The conception of relationship banking maintenance using IT as medium of interaction 
 
6. Discussion/Conclusions  
The behavioural aspects in credit risk management and particular in lending technologies are widely discussed, 
especially after the financial crisis of 2008. The importance of knowledge of counterparty is definite, but the most 
effective ways to manage it is still a top theme of risk assessment. The recent development of relationship banking is 
mostly related to re-thinking of soft information value and IT use.  
The research of relationship banking using IT is related to broader theories as behaviour in lending processes, e-
service quality, and acceptance of IT use. The conception of relationship banking maintenance was developed with 
valuation of business perceptions to IT usage, trust, partnership level and satisfaction with relationships from one 
side and, from other side, valuation of finance institution’s use of IT, policy, standards and conditions applied for 
maintaining relationships. The conception developed allows to interlink different theories and separate research 
practices into one conception for valuation of relationship banking, as giving benefits to businesses (access to 
finance, lower costs, higher service quality) and to banks (reputation, loyalty, information, decreased costs, 
innovations). Further research would be needed to test the conception comparing banking practices in one or 
different economies. 
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